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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the
“Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Such forward-looking statements reflect,
among other things, our current expectations and anticipated results of operations, all of which are subject to known and unknown risks, uncertainties and
other factors that may cause our actual results, performance or achievements, market trends, or industry results to differ materially from those expressed
or implied by such forward-looking statements. Therefore, any statements contained herein that are not statements of historical fact may be forward-
looking statements and should be evaluated as such. Without limiting the foregoing, the words “anticipates,” “believes,” “estimates,” “expects,” “intends,”
“may,” “plans,” “projects,” “should,” “targets,” “will” and the negative thereof and similar words and expressions are intended to identify forward-looking
statements. These forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those described in “Item 1A. –
Risk Factors,” of this report. Unless legally required, we assume no obligation to update any such forward-looking information to reflect actual results or
changes in the factors affecting such forward-looking information.
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PART I

Item 1. Business.

Planet Fitness, Inc. is a Delaware corporation formed on March 16, 2015. Planet Fitness, Inc. Class A common stock trades on the New York Stock
Exchange under the symbol “PLNT.”

Our Company
Fitness for everyone

We are one of the largest and fastest-growing franchisors and operators of fitness centers in the United States by number of members and locations, with
a highly recognized national brand. Our mission is to enhance people’s lives by providing a high-quality fitness experience in a welcoming, non-
intimidating environment, which we call the Judgement Free Zone. Our bright, clean stores are typically 20,000 square feet, with a large selection of high-
quality, purple and yellow Planet Fitness-branded cardio, circuit- and weight-training equipment and friendly staff trainers who offer unlimited free fitness
instruction to all our members in small groups through our PE@PF program. We offer this differentiated fitness experience at only $10 per month for our
standard membership. This attractive value proposition is designed to appeal to a broad population, including occasional gym users and the
approximately 80% of the U.S. and Canadian populations over age 14 who do not belong to a gym, particularly those who find the traditional fitness club
setting intimidating and expensive. We and our franchisees fiercely protect Planet Fitness’s community atmosphere—a place where you do not need to
be fit before joining and where progress toward achieving your fitness goals (big or small) is supported and applauded by our staff and fellow members.

In 2020, we recorded revenues of $406.6 million and system-wide sales of $2.4 billion (which we define as monthly dues and annual fees billed by us and
our franchisees). We ended the year with approximately 13.5 million members and 2,124 stores in all 50 states, the District of Columbia, Puerto Rico,
Canada, Panama, Mexico and Australia. System-wide sales for 2020 include $2.3 billion attributable to franchisee-owned stores, from which we generate
royalty revenue, and $116.5 million attributable to our corporate-owned stores. Of our 2,124 stores, 2,021 are franchised and 103 are corporate-owned.
Under signed area development agreements (“ADAs”) as of December 31, 2020, our franchisees have committed to open more than 1,000 additional
stores.

As a result of COVID-19, our store level operations were impacted in 2020, and our corporate-owned stores had a segment EBITDA margin of 20.2%. In
2019 (before the impact of COVID-19), our corporate-owned stores had a segment EBITDA margin of 41.1% and had average unit volumes (“AUVs”) of
approximately $2.0 million with four-wall EBITDA margins (an assessment of store-level profitability which includes local and national advertising
expense) of approximately 47%, or approximately 40% after applying the current 7% royalty rate. Based on a historical survey of franchisees and
management estimates, we believe that, on average, our franchise stores achieve four-wall EBITDA margins in line with these corporate-owned store
four-wall EBITDA margins. For a reconciliation of segment EBITDA margin to four-wall EBITDA margin for corporate-owned stores, see “Management’s
Discussion and Analysis of Results of Operations and Financial Condition.”

Our growth is reflected in:
 

• 2,124 stores as of December 31, 2020, compared to 1,313 as of December 31, 2016, reflecting a compound annual growth rate (“CAGR”) of
12.8%;

• 13.5 million members as of December 31, 2020, compared to 8.9 million as of December 31, 2016, reflecting a CAGR of 10.9%;
• 53 consecutive quarters of system-wide same store sales growth through the first quarter of 2020 (which we define as year-over-year growth

solely of monthly dues from stores that have been open and for which membership dues have been billed for longer than 12 months);



Planet Fitness – Home of the Judgement Free Zone

We bring fitness to a large, previously underserved segment of the population. Our differentiated member experience is driven by three key elements:

• Welcoming, non-intimidating environment: We believe fitness is essential to both physical and mental health, and every member should feel
accepted and respected when they walk into a Planet Fitness regardless of their fitness level. Our stores provide a Judgement Free Zone where
members can experience a non-intimidating and supportive environment. Our “come as you are” approach has fostered a strong sense of
community among our members, allowing them not only to feel comfortable as they work toward their fitness goals but also to encourage others
to do the same. By outfitting our stores with more cardiovascular and light strength equipment, and a limited offering of heavy free weights, we
seek to reinforce our Judgement Free Zone philosophy by discouraging what we call “Lunk” behavior, such as dropping weights and grunting, that
can be intimidating to new and occasional gym users.

• Distinct store experience : Because our stores are typically 20,000 square feet and we do not offer non-essential amenities such as group
exercise classes, pools, day care centers and juice bars, we have more space for the equipment our members do use. We believe our tailored
use of space is, at least in part, why we have not needed to impose time limits on our cardio machines. Part of our unique store experience is the
diligence our members and employees have to maintain a clean and sanitized environment. Members’ etiquette typically includes wiping down
the equipment before and after use with our sanitization spray, which is FDA-approved to kill the COVID-19 virus on surfaces.

• Exceptional value for members: In the U.S., for only $10 per month, our standard membership includes unlimited access to one Planet Fitness
location and unlimited free fitness instruction to all members in small groups through our PE@PF program. And, for approximately $22.99 per
month, our PF Black Card members have access to all of our stores system-wide and can bring a guest on each visit, which provides an
additional opportunity to attract new members. Our PF Black Card members also have access to exclusive areas in our stores that provide
amenities such as water massage beds, massage chairs, tanning equipment and more.

Our competitive strengths
We attribute our success to the following strengths:

• Market leader with differentiated member experience, nationally recognized brand and scale advantage . We believe we are one of the
largest operators of fitness centers in the U.S. by number of members.

• Differentiated member experience. Planet Fitness is the home of the Judgement Free Zone, a place where people of all fitness levels can
feel comfortable working out at their own pace, feel supported in their efforts and not feel intimidated by pushy salespeople or other members
who may ruin their fitness experience. Our philosophy is simple: Planet Fitness is an environment where members can relax, go at their own
pace and be themselves without ever having to worry about being judged. No matter what size the goal, we believe that all of these
accomplishments deserve to be celebrated. Planet of Triumphs (www.PlanetofTriumphs.com) provides an online community platform for
members to recognize their triumphs (big and small), share their stories and encourage others, while spotlighting our unique brand belief that
everyone belongs.

• Nationally recognized brand . We have developed a highly relatable and recognizable brand focused on providing our members with a
judgement-free environment. We do so through fun and memorable marketing campaigns and in-store signage. As a result, we have among
the highest aided and unaided brand awareness scores in the U.S. fitness industry, according to our Brand Health research, a third-party
consumer study that we have updated bi-annually.

• Scale advantage. Our scale provides several competitive advantages, including enhanced purchasing power and extended warranties with
our fitness equipment and other suppliers and the ability to attract high-quality franchisee partners. In addition, we estimate that our large
U.S. national advertising fund, funded by franchisees and us, together with our requirement that franchisees generally spend 7% of their
monthly membership dues on local advertising, have enabled us and our franchisees to spend over $1 billion since 2011 on marketing to
drive consumer brand awareness and preference.

• Exceptional value proposition that appeals to a broad member demographic . Our low monthly membership dues combined with our non-
intimidating and welcoming environment, enable us to attract a broad member demographic based on age, household income, gender and
ethnicity. Our member base is over 50% female and our members come from both high- and low-income households. Approximately 25% of our
stores are located in areas that the US government deems “low income,” providing an option to improve health and wellness in those
underserved locales.



Our broad appeal and ability to attract occasional and first-time gym users enable us to continue to target a large segment of the population in a
variety of markets and geographies.

• Highly attractive franchise system built for growth . Our easy-to-operate model, strong store-level economics and brand strength have
enabled us to attract a team of professional, successful franchisees from a variety of industries. We believe that our strategy to be predominantly
franchisee-owned enables us to scale more rapidly than a predominantly company-owned strategy. Our streamlined model features relatively
fixed labor costs, minimal inventory, automatic billing and limited cash transactions. The attractiveness of our franchise model is further
evidenced by the fact that our franchisees re-invest their capital into the brand, with over 90% of our new stores in 2020 opened by our existing
franchisee base. We view our franchisees as strategic partners in expanding the Planet Fitness store base and brand.

• Predictable and recurring revenue streams with high cash flow conversion . While 2020 brought an unprecedented disruption to the general
economy, our industry and our business, when operating in a normal business environment, our model provides us with predictable and recurring
revenue streams. In 2020, approximately 90% of both our corporate-owned store and franchise revenues consisted of recurring revenue streams,
which include royalties, vendor commissions, monthly dues and annual fees. Notwithstanding the extensions provided during 2020 due to the
COVID-19 pandemic, our franchisees are obligated to purchase fitness equipment from us or our required vendor for their new stores and to
replace this equipment every five to seven years. As a result, these “equip” and “re-equip” requirements create a predictable and growing
revenue stream as our franchisees open new stores under their ADAs.

Our growth strategies
We believe there are significant opportunities to grow our brand awareness, increase our revenues and profitability and deliver shareholder value by
executing on the following strategies:
 
• Continue to grow our store base across a broad range of markets. We have grown our store count over the last five years, expanding from

1,313 stores as of December 31, 2016 to 2,124 stores as of December 31, 2020. As of December 31, 2020, our franchisees have signed ADAs to
open more than 1,000 additional stores, including more than 500 over the next three years. Because our stores are successful across a wide range
of geographies and demographics with varying population densities, we believe that our high level of brand awareness and low per capita penetration
in certain markets create a significant opportunity to open new Planet Fitness stores. Based on our internal and third party analysis, we believe we
have the potential to grow our store base to over 4,000 stores in the U.S. alone.

◦ Drive revenue growth and system-wide same store sales . We have a significant history of positive system-wide same store sales growth,
reaching 53 consecutive quarters through the first quarter of 2020, prior to the impact of the COVID-19 pandemic. We expect to return to system-
wide same store sales growth primarily by:

• Attracting new members to existing Planet Fitness stores. As the population in the markets where we operate continue to focus on health and
wellness, we believe we are well-positioned to capture a disproportionate share of these populations given our appeal to first-time and occasional
gym users. We continue to evolve our offerings and enhance the PE@PF Program, our proprietary small group training program to appeal to our
target member base. In addition to our in store experience, we also provide more than 500 workouts to both existing members and prospects via
the free Planet Fitness mobile app, featuring differentiated content geared toward engaging with our community outside of our four walls and
providing more ways to connect to our target audience – first time and casual gym users.

• Increasing mix of PF Black Card memberships by enhancing value and member experience . We expect to drive sales by attracting new
members to join as a PF Black Card member as well as continuing to convert our existing members’ standard memberships to our premium PF
Black Card membership. We encourage this upgrade by continuing to enhance the value of our PF Black Card benefits through the ability to use
any Planet Fitness location, free guest privileges and additional in-store amenities, such as tanning equipment, hydro-massage beds, and affinity
partnerships for discounts and promotions. Our PF Black Card members as a percentage of total membership has increased from 58.9% as of
December 31, 2016 to 60.5% as of December 31, 2020, and our average monthly dues per member have increased from $15.86 to $17.01 over
the same period.

• Increase brand investment to drive awareness and growth.  We plan to continue to increase our strong brand awareness by leveraging significant
marketing expenditures by our franchisees and us, which we believe will result in increased membership in new and existing stores and continue to
attract high-quality franchisee partners. Under our current franchise agreement, franchisees are required to contribute 2% of their monthly
membership dues annually to our National Advertising Fund (“NAF”) and Canadian advertising fund, from which we spent $61.3 million in 2020 to
support our national marketing campaigns, our social media platforms and the development of local advertising materials, and $2.2 million additional
funding from our corporate-owned stores and included in store-operations expense on our consolidated statements of operations. Additionally, we
saw a lack of NAF funding from monthly membership dues in 2020 as a result



of the extended temporary store closures due to COVID-19, so the Company decided to fund NAF by an incremental investment of approximately
$18.0 million, which is included in the amount above. Under our current franchise agreement, franchisees are also generally required to spend 7% of
their monthly membership dues on local advertising. We expect both our NAF and local advertising spending to grow as our membership grows.

• Continue to expand royalties from increases in average royalty rate and new franchisees.  While our current franchise agreement stipulates a
monthly royalty rate of 7% of monthly dues and annual membership fees, as of December 31, 2020, only 37% of our stores are paying royalties at the
current franchise agreement rate, primarily due to lower rates in historical agreements. As new franchisees enter our system and, generally, as
current franchisees open new stores or renew their existing franchise agreements at the current royalty rate, our average system-wide royalty rate
will increase. In 2020, our average royalty rate was 6.28% compared to 3.66% in 2016.

• Grow sales from fitness equipment and related services.  Our franchisees are contractually obligated to purchase fitness equipment from us, and
in certain international markets, from our required vendors. Due to our scale and negotiating power, we believe we offer competitive pricing for high-
quality, purple and yellow Planet Fitness-branded fitness equipment. Once the extensions granted to franchisees as a result of COVID-19 have
passed, we expect our equipment sales to grow as our U.S. franchisees open new stores and replace used equipment as required every five to seven
years. As the number of franchise stores continues to increase and existing franchise stores continue to mature, we anticipate incremental growth in
revenue related to the sale of equipment to franchisees. In addition, we believe that regularly refreshing equipment helps our franchise stores
maintain a consistent, high-quality fitness experience and is one of the contributing factors that drives new member growth. In certain international
markets, we earn a commission on the sale of equipment by our required vendors to franchisee-owned stores.

Our industry
Due to our unique positioning to a broader demographic, we believe Planet Fitness has an addressable market that is significantly larger than the
traditional health club industry. We view our addressable market as approximately 250 million people, representing the U.S. population over 14 years of
age. We compete broadly for consumer discretionary spending related to leisure, sports, entertainment and other non-fitness activities in addition to the
traditional health club market. Both our standard and PF Black Card memberships are priced significantly below the 2018 industry median of $71 per
month, the latest available estimate from our industry’s trade association, the International Health, Racquet & Sportsclub Association’s (“IHRSA”).

According to IHRSA, the U.S. health club industry generated approximately $35.0 billion in revenue in 2019. The industry is highly fragmented, with
41,370 clubs across the U.S. serving approximately 64.2 million members, according to IHRSA. Based on IHRSA’s 2019 annual report issued in 2020,
Planet Fitness’ net member growth in the U.S. in 2018 and 2019 was higher than the net member growth of the industry as a whole.

Membership
We make it simple for members to join, whether online, through our mobile application or in-store—no pushy sales tactics, no pressure and no
complicated rate structures. Our members generally pay the following amounts (or an equivalent amount in the store’s local currency):
 
• monthly membership dues of only $10 for our standard membership, or approximately $22.99 for PF Black Card members;

• current standard annual fees of approximately $39; and

• enrollment fees of approximately $0 to $59.

Belonging to a Planet Fitness store has perks whether members select the standard membership or the premium PF Black Card membership. Every
member can take advantage of free pizza and bagels once a month (when stores are open and health regulations permit) and gets free, unlimited fitness
instruction included in their monthly membership fee. Our PF Black Card members also have the right to reciprocal use of all Planet Fitness stores, can
bring a friend with them each time they work out, and have access to massage beds and chairs and tanning, among other benefits. PF Black Card
benefits extend beyond our store as well, with exclusive specials and discount offers from third-party retail partners. While some of our memberships
require a cancellation fee, we offer, and require our franchisees to offer, a non-committal membership option.

As of December 31, 2020, we had approximately 13.5 million members. We utilize electronic funds transfer (“EFT”) as our primary method of collecting
monthly dues and annual membership fees. Over 85% of membership fee payments to our corporate-owned and franchise stores are collected via
Automated Clearing House (“ACH”) direct debit. We believe there are certain advantages to receiving a higher concentration of ACH payments, as
compared to credit card payments, including less frequent expiration of billing information and reduced exposure to subjective chargeback or dispute
claims and fees.



Our stores
We had 2,124 stores system-wide as of December 31, 2020, of which 2,021 were franchised and 103 were corporate-owned, located in 50 states, the
District of Columbia, Puerto Rico, Canada, Panama, Mexico and Australia. The map below shows our franchisee-owned stores by location, and the
accompanying table shows our corporate-owned stores by location.

Franchisee-owned store count by location  

plnt-20201231_g1.jpg

Store model
Our store model is designed to generate attractive four-wall EBITDA margins, strong free cash flow and high returns on invested capital for both our
corporate-owned and franchisee-owned stores. Based on a historical survey of franchisees and management estimates, we believe that our franchise
stores achieve store-level profitability in line with our corporate-owned store base. The stores included in this survey represent those stores that
voluntarily disclosed such information in response to our request, and we believe this information reflects a representative sample of franchisees based
on the franchisee groups and geographic areas represented by these stores.

Fitness equipment

We provide our members with high-quality, Planet Fitness-branded fitness equipment from leading suppliers. In order to maintain a consistent experience
across our store base, we stipulate specific pieces and quantities of cardio and strength-training equipment and work with franchisees to review and
approve layouts and placement. Due to our scale, we are able to negotiate competitive pricing and secure extended warranties from our suppliers. As a
result, we believe we offer equipment at more attractive pricing than franchisees could otherwise secure on their own.

Leases

We lease all but one of our corporate-owned stores and our corporate headquarters. Our store leases typically have initial terms of 10 years with two five-
year renewal options, exercisable at our discretion. In October 2016, we executed a lease for our current corporate headquarters at 4 Liberty Lane West,
Hampton, New Hampshire for an initial term of 15 years with one five-year renewal option, exercisable at our discretion. Our corporate headquarters
serves as our base of operations for substantially all of our executive management and employees who provide our primary corporate support functions.

Franchisees own or directly lease from a third-party each Planet Fitness franchise location. We have not historically owned or entered into leases for
Planet Fitness franchisee-owned stores and historically have generally not guaranteed franchisees’ lease agreements, although we have done so in a
few certain instances. In 2019, in connection with a real estate partnership, we began



guaranteeing certain leases of our franchisees up to a maximum period of ten years, with earlier expiration dates if certain conditions are met.

Franchising
Franchising strategy

We rely heavily on our franchising strategy to develop new Planet Fitness stores, leveraging the ownership of entrepreneurs with specific local market
expertise. As of December 31, 2020, there were 2,021 franchised Planet Fitness stores operated by approximately 130 franchisee groups. The majority of
our existing franchise operators are multi-unit operators. As of December 31, 2020, 97% of all franchise stores were owned and operated by a franchisee
group that owns at least three stores. However, while our largest franchisee owns 169 stores, only 35% of our franchisee groups own more than ten
stores. When considering a potential franchisee, we generally evaluate the potential franchisee’s prior experience in franchising or other multi-unit
businesses, history in managing profit and loss operations, financial history and available capital and financing. We generally do not permit franchisees to
borrow more than 80% of the initial investment for their Planet Fitness business.

Area development agreements

An ADA specifies the number of Planet Fitness stores to be developed by the franchisee in a designated geographic area, and requires the franchisee to
meet certain scheduled deadlines for the development and opening of each Planet Fitness store authorized by the ADA. If the franchisee meets those
obligations and otherwise complies with the terms of the ADA, with a few limited exceptions we agree not to, during the term of the ADA, operate or
franchise new Planet Fitness stores in the designated geographic area. The franchisee must sign a separate franchise agreement with us for each Planet
Fitness store developed under an ADA and that franchise agreement governs the franchisee’s right to own and operate the Planet Fitness store.

Franchise agreements

For each franchised Planet Fitness store, we enter into a franchise agreement covering standard terms and conditions. Planet Fitness franchisees are not
granted an exclusive area or territory under the franchise agreement. The franchise agreement requires that the franchisee operate the Planet Fitness
store at a specific location and in compliance with our standard methods of operation, including providing the services, using the vendors and selling the
merchandise that we require. The typical franchise agreement has a 10-year term. Additionally, franchisees must purchase equipment from us (or our
required vendors in the case of our franchisees located in certain international markets) and generally replace the fitness equipment in their stores every
five to seven years and periodically refurbish and remodel their stores.

Site selection and approval

Our stores are generally located in free-standing retail buildings or neighborhood shopping centers, and we consider locations in both high- and low-
density markets. We seek out locations with (i) high visibility and accessibility, (ii) favorable traffic counts and patterns, (iii) availability of signage,
(iv) ample parking or access to public transportation and (v) our targeted demographics. We use third-party site analytics tools that provide us with
extensive demographic data and analysis that we use to review new and existing sites and markets for our corporate-owned stores and franchisee-
owned stores. We assess population density and drive time, current tenant mix, layout, potential competition and impact on existing Planet Fitness stores
and comparative data based upon existing stores. Our real estate team meets regularly to review sites for future development and follows a detailed
review process to ensure each site aligns with our strategic growth objectives and critical success factors.

We help franchisees select sites and develop facilities in these stores that conform to the physical specifications for a Planet Fitness store. Each
franchisee is responsible for selecting a site, but must obtain site approval from us.

Design and construction

Once we have approved a franchisee’s site selection, we assist in the design and layout of the store and track the franchisee’s progress from lease
signing to grand opening. Franchisees are offered the assistance of our franchise support team to track key milestones, coordinate with vendors and
make equipment purchases. Certain Planet Fitness brand elements are required to be incorporated into every new store, and we strive for a consistent
appearance across all of our stores, emphasizing clean, attractive facilities, including full-size locker rooms, and modern equipment. Franchisees must
abide by our standards related to fixtures, finishes and design elements, including distinctive touches such as our “Lunk” alarm. We believe these
elements are critical to ensure brand consistency and member experience system-wide.

In 2020 and 2019, based on a sample of U.S. franchisee data, we believe construction of franchise stores averaged approximately 14 weeks, except in
cases where local health authorities did not permit construction for a period of time due to COVID-19. We sampled construction costs to build new stores
from across a wide range of U.S. geographies, 46 new stores, in both 2020 and 2019. Based upon these samples, franchisees’ unlevered (i.e., not debt-
financed) investment to open a new store
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